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PRICE-FIXING IN THE IRON AND 
STEEL INDUSTRY 

SUMMARY 

Extraordinary rise of iron and steel prices in 1916 and 1917, 598. — 
Comparison with conditions of 1899-1900, 601. — Four main problems 
involved in government regulation, 603. — Price announcement of 
September, 1917; nature of reductions, 610. — Further announcements, 
612. — Prices maintained in January, 1918; slightly revised in March, 
615. — Further slight revision in June, 617. — Conclusion, 618. 

On few industries have war conditions made greater 
demands than on the manufacture of iron and steel. 
This demand has been reflected in a phenomenal in- 
crease in prices, and has led to an attempt on the part 
of certain governmental or quasi-governmental agencies 
to limit the upward movement without restricting the 
production necessary to supply increased needs. The 
conditions which resulted in a definite fixing of prices 
were not unlike those prevailing in several other indus- 
tries, altho the problems to be faced were to some extent 
peculiar to the iron and steel industry itself. The ma- 
chinery used for carrying out a price-fixing policy was 
different from that hitherto employed by the govern- 
ment, and was due to a realization on the part of pro- 
ducers that some sort of regulation was inevitable. 
When the United States entered the war it was recog- 
nized that a large part of the demand for iron and steel 
would come from the government, altho how extensive 
this demand was to be was not so fully appreciated a 
year ago as it is today. Furthermore, our country's 
allies were themselves relying to a considerable extent 
upon American iron and steel, and any price-fixing 
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policy which limited output might seriously impair the 
prospects of a successful issue in the world struggle. It 
was particularly necessary therefore in this industry 
that the regulation of prices should be undertaken with 
care and with due regard to ultimate effects. 

In order to understand the iron and steel situation 
which led to the fixing of prices it will be necessary to 
review the course of price variation since the time when 
the war began to affect the quotations on iron and 
steel goods in the United States, and to note the effect 
on the general industrial situation produced by the 
entrance of our country into this world struggle. No 
pronounced upward movement in iron and steel quota- 
tions became noticeable in this country until nearly a 
year after the outbreak of the war in August, 1914. 
With a few exceptions prices remained relatively low 
through the whole of 1914 and the first three or four 
months of 1915. Before the close of the latter year the 
upward movement had become pronounced, and by the 
close of 1916 the quotations on important basic com- 
modities exceeded those for the epochal years of 1899 
and 1900. The highest point, however, was not reached 
until July, 1917, when prices in several cases were more 
than double the high quotations of December, 1916. 
The extent of this upward movement may be appre- 
ciated by comparing the average monthly prices of 
certain basic commodities for January and July during 
the years 1915-17, on p. 599. 1 

The increase in prices while very pronounced in all 
lines of iron, steel, and coke production was neither 
steady nor uniform. The prices of some articles — for 
example, wire rods, tank plate, Bessemer steel billets 
and Connellsville coke — exhibited marked fluctua- 
tions in their general upward movement. The price of 

1 Quotations averaged for each of the months given from the weekly price lists of 
the Iron Age. 
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Table I. Average Monthly Prices for January and 
July, 1915, 1916, 1917 





1915 


1916 


1917 




January-July 


January-July 


January-July 


Bessemer pig iron, Pittsburgh, per 










$14.S0-$14.95 


$21.58-$21.95 


$35.95-557.45 


Basic pig iron, f.o.b. Mahoning and 






Shenango Furnace, per gross ton . 


12.50- 12.74 


17.81- 18.00 


30.00- 52.50 


Southern, No. 2, foundry pig iron. 










12.40- 12.71 


17.90- 16.90 


26.10- 49.90 


Local foundry pig iron, Chicago, 










13.00- 13.00 


18.50- 19.00 


30.00- 55.00 


Bessemer steel billets, Pittsburgh, 










19.25- 21.38 


32.00- 41.00 


63.00-100.00 


Wire rods, Pittsburgh, per gross ton . 


25.00- 25.63 


43.00- 53.75 


75.00- 96.25 


Soft steel bars, Pittsburgh, per cwt. 1 . 


1.10- 1.25 


2.03- 2.63 


3.15- 4.50 


Tank plates, Pittsburgh, per cwt. 1 . . 


1.10- 1.22 


2.25- 3.44 


4.45- 9.00 


Beams, Pittsburgh, per cwt. 1 


1.10- 1.25 


1.90- 2.50 


3.25- 4.50 


Wire nails, Pittsburgh, per 100 










1.54- 1.60 


2.13- 2.50 


3.00- 4.00 


Connellsville dry coke, Connells- 










1.50- 1.64 


2.94- 2.75 


9.50- 12.75 







dry coke during July and August, 1917, which averaged 
$12.75 and $13.60 per net ton respectively, reached at 
times as high a quotation as $16.00. The advances, 
too, varied in different lines. Pig iron between January, 
1915, and July, 1917, had in most cases more than quad- 
rupled in price. Bessemer steel billets were quoted in 
July, 1917, at more than five times their price in Janu- 
ary, 1915. Tank plate and Connellsville coke during 
the two and a half years under consideration had in- 
creased in price more than 700 per cent. On the other 
hand, wire nails were quoted in July, 1917, at little 
more than two and a half times their price in January, 
1915. Even this relatively modest price, however, was 
far in excess of the price fixed in the middle nineties by 
the notorious wire-nail pool. 2 

1 Quoted in Iron Age in cents per pound but here the hundred weight is used to keep 
quotations in dollars. 

1 The situation in 1917 was of course very different from that of the middle nineties. 
Prices of iron and steel in this earlier period were exceptionally low. The wire from 
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The lack of uniformity in the general rise of prices 
was marked by some curious anomalies. With the free 
operation of the law of demand and supply, and with 
free and intense competition among buyers to secure 
necessary supplies the prices of pig iron, coke and vari- 
ous finished steel products came to occupy curious and 
changing relations to one another. In the early sum- 
mer of 1915, Connellsville furnace coke sold at about 
one-eighth the price of basic pig iron at Valley furnaces. 
About a year later, with all prices higher, it sold at one- 
seventh the price of pig iron. At the beginning of July, 
1917, with pig iron quadrupled in value coke sold at 
one-fourth to two-sevenths the pig iron price. The 
relation between pig iron and billet prices changed in an 
equally anomalous fashion. Early in 1915, Bessemer 
billets were quoted about 35 per cent higher than Besse- 
mer pig iron; in July, 1917, they were quoted nearly 
75 per cent higher. Billets which ordinarily sell for less 
than wire rods were bringing appreciably more in June 
and July of last year. Wire rods brought more than 
wire nails, skelp more than pipe, and galvanized sheets 
more than spelter. 1 The maintenance of relatively 
fixed prices for heavy, standard section, steel rails in a 
runaway market led to the curious phenomenon of 
Bessemer steel rails quoted at $38 per gross ton while 
Bessemer pig iron was bringing a price of nearly twenty 
dollars higher. 

It was the extent, however, of the advance in prices 
rather than their anomalies that excited public atten- 
tion. The high prices of earlier boom periods looked 
modest compared with those which prevailed during 
the months of June and July, 1917. The " bull " mar- 
ket of 1899 and 1900, which marks an epoch in the iron 

which wire nails were produced was low in price, while the finished product was being 
sold by the pool at prices relatively so high as to be outrageous. 

1 The situation is discussed in part in the Iron Age, July 26, 1917, p. 260. 
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and steel industry and was accompanied by the forma- 
tion of the great consolidations in the Middle West, 
shows nothing so spectacular as the price movements 
of a year ago. A comparison of the highest monthly 
averages in this earlier period with the average July 
quotations of last year for a few basic commodities will 
give some idea of the relative extent of this advance. 1 

Table II. Average July, 1917, Quotations, and Highest 
Average Monthly Prices during 1899-1900 



Commodity and place 
of quotation 


Average price 
for July, 1917 


Highest 
monthly 
average for pe- 
riod, 1899-1900 


Months of 
highest quota- 
tion in 
1899-1900 


Bessemer pig iron, Pittsburgh, per 










$57.45 


$24.99 




Southern, No. 2, foundry pig iron. 








Cincinnati, per gross ton 


49.90 


20.75 s 


Oct.-Dec, 1899 


Local foundry pig iron, Chicago, 










55.00 


23.85 


Dec, 1899- 


Bessemer steel billets, Pittsburgh, 






March, 1900 




100.00 


38.87 


Sept., 1899 


Soft steel bars, Pittsburgh, per cwt. . 


4.50 


2.40 


Sept., 1899 


Tank plates, Pittsburgh, per cwt. . . . 


9.00 


2.85 


Sept., 1899 


Beams, Pittsburgh, per cwt 


4.50 


2.25 


Sept., 1899- 
May, 1900 


Wire nails, Pittsburgh, per 100 










4.00 


3.20 


Jan.-Mar., 1900 







The great advance in prices was not primarily the 
result of any scarcity of raw material. Coke, it is true, 
showed a phenomenal increase in price, but the diffi- 
culty of supplying the urgent needs of furnace operators 
on account of inadequate transportation facilities ex- 
plains in part the coke situation. Iron ore was supplied 
in tolerable abundance. It was not ore scarcity but 
steel scarcity that sent prices soaring. Mr. Davies of 
the Federal Trade Commission in his testimony before 

1 Quotations taken from the price statistics given in the Iron Age, January 3, 1918. 

2 Higher quotations are given for Southern, No. 2, foundry pig iron, in 1902. In 
October of that year the average reached $25.65. This situation, however, was excep- 
tional, notwithstanding the fact that high prices prevailed in 1902. 
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the Senate Committee on Interstate Commerce, Sep- 
tember 21, 1917, estimated that the needed increase in 
the production of sheets and plates in the immediate 
future would amount to 500,000 tons. The government 
demand for steel for ship construction was estimated to 
be in the neighborhood of 4,000,000 to 6,000,000 tons. 
" That increase takes out of the available supply for 
industrial and commercial uses a very much larger 
factor than has ever been taken out before. That 
reduces the amount that will be available for domestic 
and private consumption." l Blast furnaces and steel 
rolling mills were being put up as rapidly as possible to 
satisfy the new demands, but the work of construction 
and organization takes time. The facilities for furnish- 
ing manufactured material in their intermediate and 
finished stages, from the pig iron to finished product, 
were found inadequate in a situation where the raw 
product (iron ore) was readily obtainable. 

Accompanying this increased demand for material for 
government uses was much competitive buying of crude 
and half-finished goods to fulfill contracts on finished 
goods already made for future delivery. A concern 
having such contracts and employing a large number of 
men would simply ask for pig iron or steel, making price 
a matter of secondary consideration. 2 A natural result 
was that prices bore little or no relation to cost of pro- 
duction. Even the man with highest costs in certain 
lines where the demand was particularly urgent was far 
from being a marginal producer — that is, a material 
reduction in prices would not result in his withdrawal 
from the industry. 3 

1 Testimony of Davies before Senate Committee on Interstate Commerce, Septem- 
ber 21, 1917, Iron Age, September 27, 1917, p. 745. 

2 Ibid. 

* It is true that there were erratic individuals practically unacquainted with the 
language of steel who entered the business as a matter of speculation and whose costs 
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Early in July it become evident that the government 
would take a hand in regulating prices. Not only the 
public, but even steel manufacturers, were fearing the 
consequences of the unrestricted upward movement of 
the previous six months. 1 Furthermore, the situation 
was due in part to the large demands made by the gov- 
ernment itself upon the steel manufacturing capacity of 
the country. By the first week in July, 25 to 30 per cent 
of the sheet mill capacity was thus occupied; probably 
two-thirds of the users of cold rolled strip steel were 
already producing for the government; and the Carne- 
gie Steel Company was turning out material for the 
same ultimate buyer at the rate of 60,000 tons of plate 
and 15,000 tons of steel bars per month. 2 

The principal problems which confronted the govern- 
ment in fixing the prices of iron and steel were the fol- 
lowing: — (1) the applicability of fixed prices to the 
general public and to our allies; (2) the basis on which 
prices were to be determined; (3) the question of con- 
tract obligations already entered into when prices were 
high; and (4) the problem of the jobber. Much con- 
cern was evinced by steel men regarding the attitude of 
the government toward these problems. 

(1) With reference to the general applicability of the 
prices to be fixed by government agencies the attitude 
of the Administration became clear. The newly created 
War Industries Board made public the following: — 
" It is the purpose of the War Industries Board to carry 
out the policy recently announced by the President . . . 
that in the purchase of war materials in this country 
our Allies shall be charged no more than our own 
government has to pay. . . . 

were high. Applied to steel men and men manufacturing or intending to manufacture 
steel as a regular business, the statement in the text is true. 

i Iron Age, July 19, 1917, pp. 142, 143. 

' Ibid., p. 36. 
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" But this policy has two important limitations. 
First, it must be reciprocal. The Allies must hence- 
forth apply the same principle in dealing with their own 
producers and in selling to us and in selling to each 
other. Second, the arrangement must be limited to war 
materials, in order to protect our own industry. We 
must not allow raw material sold by our producers at 
prices patriotically conceded to our own government 
and its allies for war purposes to be diverted to industry 
and trade abroad which may come in competition with 
our own manufacturers and producers." 1 The War 
Industries Board declared that it might not have oc- 
casion to deal with the question of prices to be charged 
the public, but nevertheless directed attention to the 
following utterance of the President: " We must make 
the prices to the public the same as the prices to the 
government. Prices mean the same thing everywhere 
now; they mean the efficiency of the nation whether it 
is the government that pays them or not. They mean 
victory or defeat." 2 In the first public announcement 
of fixed prices, September 24, 1917, the War Industries 
Board declared that they should apply " equally to 
purchases by the government, its allies and the public," 
thus meeting the President's call in his proclamation 
of July 12 for " one price for all." 

(2) The basis on which prices were to be fixed pre- 
sented some difficulties. The Federal Trade Com- 
mission was employed in an investigation of costs of 
production, and questions were raised how far a cost 
basis should be applied at all, and if applied, what costs 
should be used as a basis. The Commission found great 
variation in costs among different companies — not 
only because of variations in the facilities for obtaining 

1 Quoted in Iron Age, August 16, 1917, p. 364. 
* Ibid. 
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raw material and marketing the finished product, but 
from variations in purely manufacturing costs as well. 
In his testimony before the Senate Committee on Inter- 
state Commerce, Federal Trade Commissioner Davies 
divided iron and steel producers into four classes based 
upon their degree of integration. The first class com- 
prises those owning their own ore and transportation 
facilities for shipping their ore, their blast furnaces, 
their rolling mills and works for the manufacture of 
finished product. The second class has to buy its own 
ore and coke in whole or in part, but controls the other 
stages of production. The third class purchases its pig 
iron but manufactures its own steel. The fourth buys 
its steel ingots and billets, and rolls plates, shapes and 
other products out of the steel it purchases. The first 
class has the lowest cost, and the last, the highest; 1 
and the last class makes up a fair percentage of the total 
number of producers. 

Aside from the question of how far differences in cost 
can be accounted for by the degree of integration 2 the 
fact remains that costs vary greatly. Any attempt 
therefore to reduce prices to a cost basis must be under- 
taken with great care in order that production should 
not be curtailed. This caution in the interest of full 
productivity meant that no scaling down of prices to a 
pre-war level, or near a pre-war level, was possible. 
It was suggested that some sort of pooling arrangement 
among producers might be devised whereby the profits 
of low cost concerns would be shared with high cost 

i Iron Age, September 27, 1917, p. 744. 

8 There is much confusion over the influence of integration on costs. The ordinary 
business man or corporation expects a return on the entire investment. These returns 
are not voluntarily cut out when an industry becomes highly integrated. The ore 
mines and blast furnaces are expected to yield a return as well as the rolling mill. There 
is, however, a saving in passing a product promptly from one stage of production to 
another, Thus the purchaser of pig iron gets his pig iron cold and there is the added 
cost of reheating in manufacturing steel which the steel worker who has his own blast 
furnaces does not have to pay. 
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operators. 1 The difficulty of such an arrangement, 
however, was apparent and it was not very seriously 
urged. The prices to be fixed must be sufficiently high 
to keep in full operation practically every mill and blast 
furnace which contributed appreciably to the country's 
supply. The fixing of prices in accordance with this 
policy, while criticized in some quarters as not suffi- 
ciently drastic, did materially reduce prices. 

(3) The third problem, that of readjusting contracts 
already on the books at higher than the later fixed 
prices, presented considerable difficulty, altho it proved 
to be less serious than at first thought. From the out- 
set it was felt that the government's act in fixing prices 
could not abrogate such contracts. At the same time 
what is the position of the buyer who has such a con- 
tract, compared with that of his competitor who had 
not bought ahead but would now be given the same 
prices as the government ? Whether the number and 
importance of such contracts would be great depended, 
in the main, on what prices the government would fix. 
As a moderate policy was pursued, no serious damage 
was done to those who had already entered into such 
agreements. Where the prices which manufacturers 
were obligated to pay were higher than those fixed by 
the price-fixing committee, prompt and sure delivery 
compensated them for the added prices they had to 
pay. 2 

(4) The problem of the jobber or middleman was not 
such a serious one in the iron and steel industry as in 
many other industries, but in several lines it was, and 
in a sense remains, a problem. A price may be fixed for 
a producer, but where the product passes through the 
hands of the jobber to the ultimate consumer the 

■ Iron Age, March 14, 1918, pp. 700, 701. Discussion at March, 1918, meeting. 
2 The question is discussed in the Iron Age, July 19, 1917, pp. 142, 143. See also 
ibid., October 4, 1917, p. 832. 
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jobber's interest in the fixed price is that of purchaser 
and not that of seller. An interesting phase of this 
problem was the attempt of the American Steel and 
Wire Company, which controls over half the wire output 
of the country, to check the upward movement of prices 
by selling wire nails at $3.20 per keg when they were 
quoted at $4.00 per keg. Independents in several cases 
were selling wire nails at $4.00, and the jobbing trade 
began basing its sales to retailers on the $4.00 price at 
mill. Thus in several instances $4.50, and in Phila- 
delphia, $5.00, were charged on sales to retailers. The 
moderate policy of the American Steel and Wire Com- 
pany resulted in a readjustment of prices by jobbers, so 
that a spread of 40 to 80 cents per keg was simply added 
to the spread between the $3.20 mill price and the selling 
price to the retailers. 1 

The practices of trade with reference to dealers or 
jobbers were also phases of the same problem. Furnace 
coke is not usually sold through dealers, whereas the 
great bulk of foundry coke is. In fixing the necessary 
differential between furnace and foundry coke the 
dealer's compensation should be provided for. Again, 
a rule applicable to one class of dealers may not be 
applicable to another class. Foundry coke and steel 
bars or plates are both sold through dealers, but there 
is no relation whatever between the dealer in coke and 
the dealer in steel bars and plate. In the case of the 
former, business is often done on a brokerage basis, 
whereas in steel bars there is practically no brokerage 
business. There is furthermore the divergence with 
reference to price practices. The coke dealer or broker 
frequently buys at an inside price, or something less than 
that at which the coke operator would sell directly to a 
consumer, while the jobber i_n steel products often pays 

» In Iron Age, July 19, 1917, p. 146. 
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a higher price than that at which the mill sells direct 
to the large consumer. It is the usual case in a rising 
market for mills to sell bars, sheets, etc., for shorter 
periods to jobbers than to manufacturing consumers. 
The jobber pays a higher price, but his business is 
profitable because he furnishes deliveries. 

The middleman in certain branches of the iron and 
steel trade is still a problem, and there has been some 
disposition to criticize the price-fixing policy of the 
government in largely ignoring the importance of the 
jobber and trade practices of the kind referred to. 1 It 
must be said, however, that over a great part of the 
industry the middleman does not play anything like so 
important a r61e as in many other industries, and the 
problem of regulating prices in intermediate sales has 
been on the whole relatively simple. 

Other questions in addition to the four mentioned 
were raised. The constitutionality of any law giving 
the President power to fix prices for the public and for 
our allies was debated at some length, especially in view 
of a bill introduced by Senator Pomerene giving the 
President practically the same power with reference to 
iron and steel products that the Lever bill had given 
him over food and fuel. 2 It was pointed out on the other 
hand that in the absence of any law giving definite 
authority to some governmental agency to fix prices 
and compel adherence to them, a simple agreement 
between such a body as the War Industries Board and 
the representatives of certain large producers would bind 
only the parties to the agreement. The question was 
also raised of the distribution of output in a market 
where the demand is greater than the supply and where 
the right to raise prices for prompt or early delivery is 
restricted. 

i Iron Age, October 4, 1917, pp. 828, 829. 

» Ibid., August 16, 1917, pp. 364, 378, and September 13, 1917, pp. 604, 605. 
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No formal authority was given the President by 
Congress to fix the prices of iron and steel. Conditions 
apparently demanded action, and as has already been 
indicated, general statements of price policy were an- 
nounced by President Wilson and also by Secretary 
Baker. 1 Conferences were held in Washington between 
government heads and steel manufacturers. The re- 
ports of the Federal Trade Commission on iron and steel 
costs were turned over to the War Industries Board, 
which in conference with steel men agreed upon a 
schedule of maximum prices for certain basic commodi- 
ties, the schedule to be followed by other maximum 
prices as proper differentials were determined upon by 
the board. The first price announcement was made on 
September 24, 1917, following a meeting of the War 
Industries Board with a large number of representa- 
tive iron and steel manufacturers. President Wilson 
formally approved the prices agreed upon and in con- 
nection therewith made the following statement: " It 
was first stipulated that there shall be no reduction in 
the present rate of wages; second, that the prices 
named should be made to the public and to the Allies, 
as well as to the government; and third, that the steel 
men pledge themselves to exert every effort necessary 
to keep up the production to the maximum of the past, 
so long as the war lasts. Measures will be taken by the 
War Industries Board for placing orders and supervising 
the output of the steel mills in such a manner as to 
facilitate and expedite the requirements of the govern- 
ment and its allies for war purposes, and to supply the 
public according to their public importance and in the 
best interest of all, as far as practicable. A spirit of 
cooperation was manifested by the steel men, and no 
doubt is entertained that every effort will be made to 

i Iron Age, July 19, 1917, pp. 142, 143; August 16, 1917, p. 364. 



610 



QUARTERLY JOURNAL OF ECONOMICS 



bring the production as nearly as possible up to the 
extraordinary demands resulting from the war." 1 

The first publication of prices covered a small number 
of basic commodities, all except one representing ma- 
terial reductions from the prices prevailing during the 
summer. These prices were to become effective imme- 
diately and were subject to revision on January 1, 1918. 
They were as follows : 2 

Table III. Prices Fixed September 24, 1917 and 
Average July Quotations 





Basis 


Price 


Average 






agreed upon 


July price 


Iron ore (non-Bessemer, 51.50 per cent 


Lower lake 


$5.05 


85.05 


iron), per gross ton. 


ports. 






Coke (blast furnace), per net ton. 


Connells- 
ville. 


, 6.00 


12.75 


Pig iron (No. 2, foundry and basic), per 


Valley and 


33.00 


52.50 to 


gross ton. 


Chicago. 




55.00 


Steel bars (not including sheet steel and 


Pittsburgh 


2.90 


4.50 


small shapes under 3 inches per pound), 


or Chicago. 






per cwt. 








Shapes, per cwt. 


Pittsburgh 
or Chicago. 


3.00 


6.00 


PlateB (3/16 inch thick or heavier), per 


Pittsburgh 


3.25 


9.00 


cwt. 


or Chicago. 







The reductions were particularly noticeable in the 
case of coke and plates, where they were scaled down 
over 50 per cent below the July level. Before the public 
announcement, however, of the prices agreed upon by 
the War Industries Board and the steel men, quotations 
had begun to exhibit a downward movement. The 
average prices for August, tho still very high, were in 
the case of most commodities somewhat lower than those 

1 Quoted from " The Story of Price Fixing," in Complete List of Base Prices, 
Differentials and Extras on Iron, Steel, and Non-ferrous Products, published by the 
Penton Publishing Company, Cleveland, Ohio. 

5 Iron Age, September 27, 1917, p. 756, and October 4, 1917, p. 833; also Complete 
List of Base Prices. 
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prevailing in July. Coke was exceptional in showing a 
higher level for August than for July. 1 The average quo- 
tations for September were still lower, tho on some com- 
modities they were as high as the June prices, and in 
the case of a few articles even higher. On September 
20, four days before the first publication of fixed prices, 
basic pig iron at Valley furnaceswas quoted at $42.00 per 
gross ton and No. 2, foundry pig iron, Chicago, at 
$54.00. Soft steel bars, Pittsburgh, were quoted at 
$4.00 per hundredweight and tank plate at $8.00 per 
one hundred pounds. 2 The reductions made by the 
new schedule were, therefore, material even in the 
market as it existed in September. 

It should also be noted that the decline in market 
quotations was probably in large part a result of the 
agitation for government regulation of prices in the 
industry. By July, as has already been noted, it was 
felt that the time was near at hand when iron and steel 
prices would be fixed by some public agency. The 
government itself was already purchasing a large per- 
centage of the iron and steel supply of the country, and 
on the theory that where the government is a large 
enough buyer to affect materially the prices paid by the 
public it should protect that public from extortion, 3 
regulation was held to be inevitable. The bill intro- 
duced in the Congress by Senator Pomerene 4 giving 
large powers to the President to name iron and steel 
prices and to commandeer plants in the interest both of 
government use and of reasonable prices, voiced a very 
general sentiment in favor of regulation. Public senti- 

1 See Iron Age, January 3, 1918, tables on pp. 68, 69, and 70. 

2 Quotations in Iron Age, September 20, 1917. 

3 The writer heard this argument used by a member of the price-fixing committee 
of the War Industries Board in theoretical justification for interference in the iron and 
steel industry. 

* A very full discussion of this bill is contained in the Iron Age, August 16, 1917, 
pp. 364 and 378. 
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ment, therefore, rather than a less urgent need for steel 
on the part of consumers or a relatively more bountiful 
supply of material, was reflected in the sagging prices of 
August and September. 

The prices which were fixed in September repre- 
sented a compromise between the persons who would 
have reduced prices to some sort of cost basis and those 
manufacturers of steel who apparently felt resentment 
at being obliged to sell to the public at the same prices 
they were receiving from the government. 1 The new 
schedule, while representing a radical reduction in cur- 
rent quotations was not low, even when making allow- 
ance for the higher costs of production under war 
conditions. For a time it was declared that the elaborate 
investigations of the Federal Trade Commission con- 
cerning costs had gone for naught and that the agreed 
prices should have been materially lower. 2 The new 
prices, too, looked high to those who were familiar with 
pre-war conditions, as the following comparison shows: 

Table IV. Government Prices and Average 
Quotations for Years 1911-1914 

Government 

price, Sept. 24, 

1917 

Mesaba ore, non-Bessemer, per gross ton 

No. 2, foundry pig iron, Chicago, per gross ton . 
Basic pig iron, Valley furnace, per gross ton . . . 

Soft steel bars, Pittsburgh, per cwt 

Beams, Pittsburgh, per cwt 

Plates (tank), Pittsburgh, per cwt 



The public announcement of September 24 resulted 
in some readjustment of prices on commodities other 
than those named in the schedule. The radical changes, 

> Iron Age, June 6, 1918, p. 1490. 

> Ibid., November 29, 1917, p. 1333, and December 6, 1917, p. 1372. 
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however, were made by the War Industries Board in 
conference with the steel men and with the approval of 
the President. About the middle of October, prices 
were fixed for blooms, billets, slabs, sheet bars, wire 
rods, shell bars, and skelp. 1 The price of Bessemer bil- 
lets, which had soared to $100.00 per ton in July, was 
fixed at $47.50 (Pittsburgh and Youngstown) . 2 This 
was characterized in the Iron Age as " a surprising low 
billet price," altho the average quotations for the four 
years 1911-14 had been $22.42. 3 The reduction on wire 
rods was not so great, the Pittsburgh price being fixed 
at $57.00. 

A further announcement of prices was made on 
November 5, by the President on sheet, tin plate, 
wrought iron pipe, cold rolled steel, plain wire and scrap. 
In making this announcement President Wilson said, 
" In connection with the above, the iron and steel 
manufacturers have agreed promptly to adjust maxi- 
mum prices of all iron and steel products other than 
those which prices have been agreed upon. It is ex- 
pected that this will be done promptly and consistently 
in line with the basic, intermediate and finished prod- 
ucts for which definite maximum prices have been 
established." 4 The significance of this utterance was 
the transference to the steel industry itself of some of the 
responsibility for the completion of the adjustment of 
all mill and finished products in conformity with the 
prices formally agreed upon and previously announced. 
Over this work the American Iron and Steel Institute 
through its general steel committee assumed the 
executive supervision. 

' Iron Age, October 18, 1917, p. 946. 
' Ibid. 

3 Ibid., October 4, 1917, p. 833. 

* Quoted from Complete List of Base Prices, Differentials, Extras on Iron, Steel, 
and Non-ferrous Products Fixed under Government Supervision. 
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Announcements of prices were published from time 
to time, practically all showing material reductions 
from current quotations. Wire nails, which had risen 
to $4.00 per 100-pound keg in July, were reduced to 
$3.50, a reduction less drastic than many others. There 
was a marked disposition to make allowances in the 
spreads between various crude, half-finished and fin- 
ished articles, in behalf of manufacturers with recent 
additional mill capacity entailing high capital charges. 
On the score of accelerating and enlarging mill opera- 
tions, may be accepted $47.50 for billets on the one 
hand and $58.00 and $60.00 for bars and beams on 
the other — likewise $50.00 for slabs, against $65.00 
for plates. This tendency was noticeable in the later 
published announcements on the more highly finished 
articles, particularly where the demands of the govern- 
ment had resulted in a material enlargement of mill 
capacity. 

The prices named in the fall of 1917 were all subject 
to revision on January 1. Before the close of the year, 
however, it became evident that the prices already fixed 
were to remain during the succeeding period, which was 
also of three months' duration. On the recommenda- 
tion of the War Industries Board President Wilson 
on December 28th ordered that the various maximum 
prices should be continued in effect without change 
until March 31, 1918. At the same time an important 
ruling was made on the subject of contracts, which 
provided that, " No new contracts calling for delivery 
of any said commodities or articles on or after April 1, 
1918, are to specify a price unless coupled with a clause 
making the price subject to revision by any authorized 
United States government agency, so that all deliveries 
after that date shall not exceed the maximum price then 
in force, altho ordered or contracted for in the mean- 
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time." 1 The question of contract obligations based 
upon prices higher than those sanctioned by govern- 
ment was thus taken care of for the future. While 
there was still some complaint that the problem of 
dealing with contracts entered into during the summer 
when prices were at their height had not been properly 
faced and solved, it developed that most of these obliga- 
tions were at prices little, if any, in excess of those 
agreed upon by the War Industries Board. 2 

The interest in the conference called for March 20 to 
determine prices after the expiration of the then existing 
schedule was concentrated mainly upon two points, the 
price tendency of the schedule to be revised, and the 
period during which it should be in force. There was 
also some discussion of the question of pooling the out- 
put of producers so that large and small manufacturers 
alike might secure a reasonable margin of profit while 
production would be kept at its maximum. The pooling 
plan while talked about did not win much favor. 3 With 
respect to price tendency much evidence was brought 
forth to show that costs had materially increased, 
especially during January and February. It was shown, 
however, that conditions during these months were 
abnormal on account of the exceptionally severe winter 
and the inadequate transportation conditions. It was 
further maintained that the following six months should 
show a downward trend in costs. The price-fixing com- 
mittee of the War Industries Board therefore ignored 
cost sheets showing rapidly rising figures, and also sug- 
gestions from small producers of substantial increases 
in certain finished products, as well as the more urgent 

1 Complete List of Base Prices, Differentials and Extras on Iron, Steel, and Non- 
ferrous Products. 

2 See statement concerning such obligations by government representative, Iron 
Age, October 4, 1917, p. 832. 

» Iron Age, March 14, 1918, pp. 700, 701, and March 28, 1918, p. 800. 
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demands from manufacturers obliged to buy their pig 
iron for a considerably greater increase than one dollar 
per ton spread between pig and plates and shapes. 

The period during which the new prices should be in 
operation was discussed from the standpoint of the 
desirability of stable prices. It was held by some that 
three months constituted too short a time to ensure a 
feeling of stability, and a six months' period was advo- 
cated. 1 This plea was rejected; and it was humorously 
suggested that the steel men might have cause to regret 
tying themselves up for six months to a fixed schedule 
of prices when their cost sheets showed such rapidly 
rising costs. 

On March 27, announcement was again made of the 
prices to be charged for iron and steel after the expira- 
tion of the schedule then in force. The period as hereto- 
fore was fixed at three months — from April 1 to July 1. 
The announcement was an approval of " the recom- 
mendations of the price-fixing committee of the War 
Industries Board that the maximum prices heretofore 
fixed by the President upon the recommendations of the 
Board upon ore, coke, steel and steel products, published 
subject to revision on April 1, 1918, be continued in 
effect until July 1, 1918; that from April 1 to July 1, 
however, the maximum price of basic pig iron be re- 
duced from $33.00 to $32.00 per gross ton and that the 
maximum price of scrap steel be reduced from $30.00 to 
$29.00 per gross ton." 2 The price of Bessemer pig iron 
which had been $37.25 under the previous arrangement 
was also reduced to $36.15. As in the announcement of 
the previous December a provision about contracts was 
incorporated, specifying prices on deliveries on or after 
July 1 to be subject to revision by any authorized 
United States government agency. 

i Iron Age, March 28, 1918, p. 800. « Ibid., March 28, 1918, p. 800. 
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A list of the base prices, differentials and extras, which 
have already been fixed by the War Industries Board 
and approved by the President would cover pretty 
generally the important raw, intermediate and finished 
articles which sell as iron and steel. A conspicuous 
exception to this statement is heavy, standard section, 
steel rails. 1 From April, 1901, to May, 1916, this im- 
portant steel product was quoted at $28.00 per gross ton, 
Eastern or Pennsylvania mill. In May, 1916, the price 
of Bessemer rails was raised to $33.00; open hearth, to 
$35.00 per gross ton. 2 Before the close of 1916 these 
prices were again raised to $38.00 and $40.00, respec- 
tively. All through 1917 these figures remained the 
quoted prices, altho for prompt delivery the charges 
were much higher, one railroad company paying as 
much as $85.00 per gross ton for 700 tons of rails. 3 Early 
in 1918 the quotations on heavy, standard section, steel 
rails were raised to $55.00 for Bessemer, and $57.00 for 
open hearth, and these prices prevail at the present 
time (June, 1918). 

On June 25 it was announced that the existing sched- 
ule of controlled prices would be continued for three 
months from July 1, except that Lake Superior iron ore 
would be advanced 45 cents per gross ton, subject to 
changes in freight rates that may be made hereafter, 
and that the sole basing point for steel bars, shapes and 
plates would be Pittsburgh — Chicago being eliminated. 
These changes were accorded approval by the President. 
The provision with regard to contracts calling for de- 

1 Kails are classified into light and heavy according to their weight per lineal yard. 
The dividing line is usually made at 40, 45 or 50 pounds per yard. The weight per 
lineal yard of rails used by our principal railroads is 85 to 100 pounds. Light rails are 
used in mining and other industrial operations and constitute a small fraction of the 
rail output. The price of light rails was fixed on a base of $3.00 per 100 pounds, f.o.b. 
maker's mill. 

2 In the Iron Age these quotations were given for a time by the pound. The May, 
1916, quotations were Bessemer, 1.47$ cents, and open hearth, 1.56$ cents per pound. 

» Iron Age, January 3, 1918, p. 56. 
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livery on or after October 1, like the corresponding pro- 
vision in the December and March announcements, re- 
quired that no price was to be specified unless it was 
coupled with a clause making such price subject to re- 
vision by the proper government agency. Following 
the conference fixing prices for the next three months, 
Chairman Brookings of the price-fixing committee ap- 
pointed a sub-committee to negotiate with the com- 
mittee on steel and steel products of the American Iron 
and Steel Institute for fixing prices on steel rails, steel 
castings, malleable castings, wire rope and certain other 
unspecified articles. Prices on these articles are to be 
promulgated as soon after July 1 as possible. 1 

In the fixing of prices there has been less friction than 
had been expected, in view of the great importance of 
the iron and steel industry and its great ramifications. 
There has been a spirit of cooperation, and to some 
extent, a willingness to subordinate immediate prospects 
of gain to the larger interests of the country. The 
prices have, in a sense, been self-imposed, and have 
been named by representatives from both large and small 
concerns. While public sentiment was in favor of price 
regulation and was making itself felt in governmental 
quarters, the adjustment was carried out without com- 
pulsion on the part of the government and apparently 
without formal legal authority. The adjustment was 
doubtless facilitated by the high degree of organization 
attained by the iron and steel industry in this country 
and by the realization on the part of the producers of the 
ill effects of fluctuating prices and runaway markets. 

It is too early to speak of the effects of regulation 
upon output, but a few facts may be cited to show that 
thus far production seems to be at its maximum. The 
pig iron output for the calendar year, 1917, during three 

i Iron Age, June 27, 1918, p. 1686. 
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months of which price regulation was in operation in the 
industry, fell a little below that of 1916 — the figures 
being 38,700,000 tons and 39,435,000 tons, respectively. 
It should be remembered, however, that during Decem- 
ber transportation was seriously interrupted, and the 
assembling of material necessary to manufacture, im- 
peded. The steel ingot production for 1917 amounted 
to 42,400,000 tons, the greatest on record, and nearly 
1,000,000 tons more than that of the next most produc- 
tive year, 1916. x During the first two months of the 
present year the same conditions with reference to 
transportation prevailed, tho in a more accentuated 
form, as existed in December, 1917; but during March, 
April, and May, 1918, the available figures for pig iron 
show a very large output. A comparison of the average 
daily output of this product for each of the first five 
months of 1918 with the average daily output of the last 
five years will give some idea of the present rate of pro- 
duction as compared with that of the past. This 
comparison is made in the following table: 2 

Table V. Average Daily Production op Pig Iron in 

the United States in the Years 1914, 1915, 1916, 

1917 and 1918 (First Five Months) and in the 

First Five Months of 1918 



Average daily 




Average daily 


production 


Months 


production 


(Tons) 


1918 


(Tons) 



Year 

1914 62,934 January 77,523 

1915 81,022 February 82,794 

1916 106,610 March 103,548 

1917 104,562 April 109,112 

1918 (5 mos.) 97,039 May 111,232 

It will be seen that the daily average for January, 
1918, while low, is higher than the daily average for the 
year 1914. For April and May during the present year 

1 Iron Age, January 3, 1918, p. 55. 

* Figures taken from the Iron Trade Review, June 6, 1918, p. 1417. 
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it was higher than the same average for any year since 
the beginning of the war. During May the average 
daily production of pig iron in the United States was 
greater than during any other month in the history of 
the country with the exception of October, 1916, when 
the average was 113,167 tons. In the face of these 
figures it cannot be contended that the fixing of iron and 
steel prices has thus far shown any tendency to cause 
curtailment of output. 

Abraham Bergltjnd. 
Washington, D.C. 



